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CALL TO ORDER

Co-Chair Gary WI ken convened the nmeeting at approxinmately 9:40 AM
PRESENT

Senator Gary W/ ken, Co-Chair
Senat or Lyda Green, Co-Chair
Senat or Con Bunde, Vice Chair
Senator Ben Stevens

Senat or Lyman Hof f man
Senat or Donny O son

Senat or Robi n Tayl or

Al so Attendi ng: DOUG.AS BRUCE, Division of Public Health,
Departnent of Health and Social Services; DAN DI CKINSON, Director,
Tax Division, Departnent of Revenue; MARK MYERS, Director, D vision
of Gl and Gas, Departnent of Natural Resources; STEVE PORTER,
Deputy Conm ssioner, Departnent of Revenue; BROOK M LES, Executive
Director, Al aska Public Ofices Conm ssion; JOE BALASH, Staff to
Senat or CGene Therriault; EDDY JEANS, Manager, School Finance and
Facilities Section, Education Support Services, Departnent of
Educati on and Early Devel opnent;

Attendi ng via Tel econference: From an offnet |ocation: KEVIN
TABLER, Land and Governnent Affairs Manager, Union G| Conpany;
DAVI D FI NKELSTEI N, From Seward: STEVEN CONN, Al aska Public Interest
Research Goup; From Kenai: JENNIE HAVMMOND, TODD SYVERSON,
Assi stant Superintendent, Kenai Peninsul a Borough School D strict;

SUMVARY | NFORVATI ON

SB 213- KNI K ARM BRI DGE AND TOLL AUTHORI TY
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The Committee conmmented on a |legal opinion given in relation to
this legislation. No action was taken.

SB 26- STATE EMPLOYEES CALLED TO M LI TARY DUTY
The bill npoved from Comm ttee.
HB 57- ROYALTY GAS CONTRACTS AGRI CULTURAL CHEM

The Conmttee adopted a commttee substitute and reported the bill
fromCommittee.

HB 229- MEDI CAL/ COGNI TI VE DI SABI LI TY PARCLE/ SARS

The Commttee heard from the Departnent of Health and Soci al
Servi ces. An anendnent was adopted and the bill was reported from
Conmittee.

SB 185- ROYALTY REDUCTI ON ON CERTAI N O L/ TAX CRED

The Conmittee heard fromthe Departnment of Revenue, the Departnent
of Natural Resources, and a representative of an oil conpany. A
comm ttee substitute and an anmendnent were adopted. The bill noved
fromCommittee.

SB 119- APOC/ CAMPAI GNS/ LOBBYI NG DI SCLOSURE

The Commttee heard fromthe Al aska Public O fices Comm ssion, the
Senate President, and nenbers of the public. A commttee substitute
was adopted, five anendnents were considered and three were
adopted. The bill was reported from Conm ttee.

SB 202- EDUCATI ON FUNDI NG &PUPI L TRANSPORTATI ON

The Conmittee heard from the Departnment of Education and Early
Devel opnent and nenbers of the public. Four anendnents were
considered and three were adopted. The bill was reported from
Commi ttee.

#SB213
SENATE BI LL NO. 213
"An Act establishing the Knik Arm Bridge and Toll Authority
and relating to that authority; and providing for an effective
date."

This bill had previously reported from Conm ttee.
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Senat or Bunde comented on a legal opinion relating to this
| egislation regarding the ability of legislators to serve on an
authority. He recalled an argunent challenging the ability of
| egislators to serve on the Comm ssion of Postsecondary Education,
al though | egislatures continue to serve in this capacity w thout
consequence.

Co-Chair WIlken indicated the Commttee would reconsider the
mat t er.

#SB26

CS FOR SENATE BILL NO. 26( STA)

"An Act relating to state enployees who are called to active
duty as reserve or auxiliary nmenbers of the arned forces of
the United States; and providing for an effective date."

This was the second hearing for this bill in the Senate Finance
Commi ttee.
Co-Chair Wl ken stated this bill, sponsored by Senator Taylor and

Senator Elton "allow the State enployees, who are nenbers of a
reserve mlitary unit, who are called to active duty, to receive
their previous salary and sonme or all of their State benefits."” He
noted this bill had been held in Commttee for the purpose of
| earning why the fiscal note is an indeterm nate anmount. He cited
State personnel information that the cost of an average State
enpl oyee, including health insurance, retirenent, Supplenental
Benefits System (SBS), and wages, is $62,520 per year, or $5, 200
per nmonth. He noted the "total exposure"” of the 75 State enpl oyees
in Alaska serving in the Air or Arny National CGuard, but relayed
that the "vast mjority" of these enployees earn higher wages
serving in the mlitary than in their capacity as State enpl oyees.

Senat or Taylor offered a notion to report the bill from Commttee
wi th individual recomrendations and acconpanyi ng fiscal note.

Senator Taylor clarified that the State would only provide an
anount equal to the difference between the State enployee's
mlitary salary and regular State sal ary.

There was no objection and CS SB 26 (STA) MOVED from Conmittee with
fiscal note #1 affecting all agencies in an indeterm nate anount.

#HB57
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CS FOR HOUSE BILL NO 57(FIN)

"An Act anending the manner of determning the royalty
received by the state on gas production as it relates to the
manuf acture of certain val ue-added products.”

This was the second hearing for this bill in the Senate Finance
Conmittee.
Co-Chair WIlken stated that this bill, sponsored by Representative

Chenault, "allows the Departnent of Natural Resources to adjust the
value of State royalty share for gas used by manufacturers of
agriculture chemcals.” He noted the bill had been held in
Conmittee for the purpose of reviewing the fiscal note. He assured
that the co-chairs were "confortable” with the indetermnate fisca
not e, understanding that future inplications would occur.

Co-Chair WIken also remnded of earlier concerns with this bill in
that the conm ssioner would operate as "the single point of
influence” as to determning the royalty rate between the best
value and the value offered to Agrium the manufacturer affected by
this legislation. He indicated that after consultati on and neetings
with several parties, including Mark Mers, Drector of the
Division of Ol and Gas, Co-Chair WIlken learned this nethod is
currently enployed in Al aska and el sewhere in the nation. He opined
this method "serves the best interests of the State and the
i ndustry".

Co-Chair WIlken directed attention to an updated sponsor statenent
[copy on file].

Senat or Taylor offered a notion to adopt CS HB 57, 23-LS0303\C, as
a working draft.

There was no objection and the commttee substitute, Version “C
was ADOPTED as a working draft.

Senator Taylor offered a notion to report the commttee substitute
fromCommttee with individual recommendati ons and new fiscal note.

There was no objection and SCS CS HB 57 (FIN) MOVED from Comm ttee
with a zero fiscal note dated 5/5/03 for the Departnent of Natura
Resour ces.

#HB229

CS FOR HOUSE BILL NO 229(FIN)
"An Act relating to special nedical parole and to prisoners
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who are severely nedically or cognitively disabled."

This was the second hearing for this bill in the Senate Finance
Commi ttee.
Co-Chair WIlken stated this bill relates to "parole for nedical and

cognitive disability" and "gives the Al aska Board of Parole the
flexibility to grant or deny nedical parole. This authority allows
the Board to rel ease severely disabled prisoners from confinenent
and gives the Departnment of Corrections relief fromthe high cost
[of ] providing nedical service.”

Anendnent #1: This anendnent inserts |anguage into the title of the
commttee substitute, followi ng “disabled” to read as fol |l ows.

An Act relating to special nedical parole and to prisoners who
are severely nedically or cognitively disabled; relating to a
severe acute respiratory syndronme control program and
providing for an effective date.

This anmendnment also inserts two new bill sections on page 1,
followng line 3, and one new bill section on page 4, follow ng
line 12 to read as foll ows.

Section 1. The uncodified |law of the State of Alaska is
anended by addi ng a new section to read:

PURPCSE. (a) The purpose of sec. 2 of this Act is to
clarify the law and expressly establish a conprehensive
program for health care decisions to control severe acute
respiratory syndrone (SARS) in this state, i ncl udi ng
reporting, exam nations, orders, and detention to protect the
public health.

(b) The purpose of sec. 3 — 7 of this Act is to clarify
standards for special nedical parole and to address prisoners
who are severely nedically or cognitively disabled.

Sec. 2. AS 18.15 is anended by adding a new section to
read:

Article 1A Severe Acute Respiratory Syndrone
( SARS) .

Sec. 18. 15. 112. SARS contr ol program
authorization. (a) A severe acute respiratory syndrone
(SARS) control programis authorized by the departnent.
The SARS control program shall be administered in the
same manner and has the sanme powers, authority,
obligations, and limted immunities as does the program
for the control of tuberculosis under AS 18.15. 149,
except for the foll ow ng:
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(1) the provisions of the control program
described in AS 18.15.120(1) and (7);

(2) reports to state nedical officers under AS
18. 15. 131;

(3) exam nations of persons under AS 18.15.133;

(4) title to and inventory of equipnent
allotted to private institutions under AS 18.15. 140;

(5) the screening of school enployees under AS
18. 15. 145.

(b) In this section, “SARS" or “severe acute
respiratory syndrone” neans the infectious di sease caused
by the SARS-CoV or the SARS coronavirus and the nutations
of that disease.

Sec. 8. Sections 1 and 2 of this Act take effect
i mredi at el y under AS 01.10.070(c).

Co- Chair Green noved for adoption

Co-Chair Wl ken rem nded this anendnent relates to the di scussion
of the previous hearing regardi ng severe acute respiratory syndrone
( SARS) .

Co-Chair Geen clarified this anmendnent expands current statute
relating to tuberculosis to include SARS.

Senator Taylor comrented in favor of the anmendnent.

Senat or Hof fman asked if an updated fiscal note would be necessary
to incorporate the provisions of this anendnent.

DOUGLAS BRUCE, Division of Public Health, Departnent of Health and
Soci al Services, answered the fiscal note would be "zero".

W t hout objection the anendnment was ADOPTED.

Senator Taylor offered a notion to report CS HB 229 (FIN), as
anended, from Comrittee wth individual recomendations and
acconpanyi ng fiscal notes.

There was no objection and SCS CS HB 229 (FIN) MOVED from Comm ttee
with fiscal note #2 of ($500,000) from the Departnent of
Corrections, fiscal note #3 of $367,700 from the Departnent of
Heal th and Soci al Services, Mdicaid Assistance, and fiscal note #4
of $8,700 fromthe Departnent of Health and Social Services, Adult
Publ i c Assi stance.
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#SB185

CS FOR SENATE BI LL NO. 185(RES)
"An Act providing for a reduction of royalty on certain oi
produced from Cook Inlet subnmerged |and."

This was the second hearing for this bill in the Senate Finance
Conmittee.

Co-Chair WIlken directed attention to a draft comm ttee substitute.

Senat or Tayl or noved for adoption of CS SB 185, 23-LS0926\S, as a
wor ki ng docunent .

Co-Chair WI ken objected for an expl anati on.

DAN DI CKINSON, Director, Tax Division, Departnent of Revenue,
detailed the changes in the commttee substitute. He stated this
| egislation relates to an oil and gas exploration tax credit. He
noted the commttee substitute provides that this credit could be
taken any tine after July 1, 2004. He clarified that although
credits could be accrued for expenses occurred before that date,
the credit could not be received until FY 04. He indicated the
credit is either 20 percent or 40 percent.

M. D ckinson spoke of the expenses that qualify for the credit and
poi nted out they nust be incurred between July 1, 2003 and July 1,
2007. He stated this would encourage exploration during this tine
period. He furthered that the commttee substitute "created a very
narrow base of just those expenses traditionally associated with
exploration." He asserted that and once a well is successful, the
State woul d stop "recovering the cost", because it is assuned that
a producer woul d continue devel opnent.

M. D ckinson pointed out an error with in the commttee substitute
in that the practice of "cenmenting"” qualifies for the credit on
page 6, line 16, however is disallowed on |ine 20. He reconmended
deleting "cenmenting” from line 20, as the expense should be
al | owabl e.

M. D ckinson next noted that if wells or work on wells has al ready
been committed to the State as a plan of devel opnent, the credit
could not be taken. He remarked this is to prevent producers from
del ayi ng activities.

M. Dickinson stated that the 20 percent credit would apply to
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exploration that is done nore than three mles froma preexisting
well. He characterized this as small accunul ations that would be
close to current infrastructure and in which devel opnent would
progress rapidly. He pointed out the three-mle requirenment was
changed from the location of the "blow holes", as specified in
Version "@Q adopted at the previous hearing, to the |ocation of the
"bottom holes.” He also noted that the specification of
"preexisting" was inserted in the commttee substitute Version "S"
to allow devel opers to pursue additional exploration near other
areas explored utilizing the proposed credit. He stated this woul d
al | ow devel opers to utilize a single drilling pad and woul d cover a
"drilling pad".

M. Dickinson next described the wldcat exploration activities
that would qualify for a 40 percent credit, which he conpared to
the recent Al pine discovery. He explained that these activities
must occur at least 25 mles from a |ease boundary, or
infrastructure. He clarified these explorations could be |ocated
wWithin 25 mles fromanother wildcat |ocation. He al so noted that
seismc exploration would also qualify for the 40 percent credit.

M. D ckinson outlined the procedure whereby information |earned
during these exploration activities would be submtted to the
Departnent of Natural Resources and then nmade public after a period
of ten years. He stated this would provide opportunity for
explorers to develop their discoveries and also allow others to
"build on that know edge base" after ten years has passed.

Co-Chair Green asked if ten years is the standard length of tine in
which to make this information available to the public.

M. Dickinson replied it is standard in sone places, although the
tinme period is two years in other areas. He surm sed the existing
Departnment tax credit program has not been utilized because of the
t wo- year peri od.

Senat or Tayl or asked the benefit to the State for the ten year tine
period. He noted the exploration credit would be valid for four
years and suggested the proprietary information should be nade
public after four years as well.

M. Dickinson responded that the ten-year provision would benefit
the State in that commercial transactions in areas near these
drilling sites should not be interrupted because of proprietary
information gl eaned fromthe exploration activities.

Senat or Tayl or expressed concern over the "vast anount of acreage"
the State has | eased, upon which no activity has occurred for "an
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extensi ve period of tinme".

M. Di ckinson understood the | eases have a seven-year term and the
contracts require a plan for devel opnent.

Senat or Tayl or asked whether the terns of the | ease agreenents are
enforces and if the State has termnated |eases for [|ack of
devel opnent .

Co-Chair WIlken directed the witness to conplete his explanation of
the commttee substitute.

M. Dickinson noted that credits earned by a conpany that does not
have a production tax liability, could be transferred or sold. He
informed that a market exists for these credit certificates and
that this provision wuld encourage "nontraditional” and
i ndependent expl orers.

Senat or Hof f man asked the difference between transfer, convey and
sell, as related to the certificates.

M. Dickinson responded this is legal termnology to cover the
situations in which a conpany could utilize the credit earned by a
subsidi ary.

M. D ckinson continued that the commttee substitute al so contains
a provision allowing the purchaser of a certificate to pay |ess
than the full value of the credit, yet receive the full credit from
the State. He explained this is to maintain the value of the
certificates for the explorers and to provide incentive for
expl orers.

M . D ckinson indicated other |anguage in the commttee substitute
addresses confidentiality and definitions.

Co-Chair WI ken noved for adoption of CS SB 185, 23-LS0926\S, as a
wor ki ng draft.

The commttee substitute, Version “S° was ADOPTED wi thout
obj ecti on.

Amendment #1: This anmendnent del etes “cenenting” frompage 6 |ine
20 in Section 3 of the conmttee substitute. The anended | anguage
of Sec.43.55.025 (b)(3) reads as foll ows.

(b) may not be for testing, stimulation, or

conpl etion costs; adm nistration, supervision, engineering, or
| ease operating costs; geological or nanagenent costs;
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community relations or environnental costs; bonuses, taxes, or
ot her paynents to governnents related to the well; or other
costs that are generally recognized as indirect costs or
fi nanci ng costs; and

Co- Chair Green noved for adoption
There was no objection and the anendnment was ADOPTED.

Senator Taylor restated his earlier question relating to
mai nt enance of | eases, acknow edging the subject is not directly
related to this legislation. He asked the number of exploratory
wells were drilled three years prior when the price of oil was
$8.56 per barrel.

M. D ckinson inforned of the disappointnent to the Departnent that
when the prices were "covered" in 1999 and 2000, simlar recovery
in exploration did not occur. He relayed the theory that the higher
prices of the past three years have been a "bubbl e" sustained for
"various reasons” rather than due to a "fundanental shift in the
underlying price." Therefore, he stated projects were eval uated
based on a per barrel price of $14.00, despite the actual prices of
ten dol |l ars higher.

MARK MYERS, Director, Dywvision of Ol and Gas, Departnent of
Nat ural Resources furthered that seven exploration drills have
occurred on the North Sl ope over the past year, as well as "quite a
bit of activity” in Cook Inlet. He infornmed that conpanies base
expenditures on a production forecast and therefore plan several
years in advance and he detailed the statistical methods utilized
to determi ne exploration activities.

Senator Tayl or asked why this program was not done four or five
years ago.

M. Meyers answered, "The state of Alaska's oil industry has been
in tremendous flux, largely due to the massive nergers and
acquisitions.” He explained that it would have been difficult for
the large conpanies to invest in exploration in the mdst of
mergi ng with other conpanies.

Debat e conti nued between Senator Taylor and M. Mers relating to
the reserves not wunder exploration or developnent. M. WMers
assured that no large known reserves were idle. He told of
exploration activities underway across the State facilitated by a
| i censi ng program

Senator B. Stevens asked whether an explorer retains rights to
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seismc data submtted to the Departnment of Natural Resources after
it has sold the tax credit certificate earned fromactivities at
the claimin which the informati on was gener at ed.

M. Myers responded that the State would be required to maintain
the confidentiality of this data for ten years. He furthered that
any other conpany wishing to obtain this data nust purchase it
t hrough t he expl orer.

Senator B. Stevens clarified that the explorer could sell both the
tax credit and the data coll ected.

M. Mers affirmed.
Senator B. Stevens asked whether this occurs often.

M. Mers stated that nost seismc data "shot" is not collected for
specul ati on purposes and explained the existing practices of
sharing and selling data.

Senator B. Stevens asked whether a party could "shoot" seismc data
in an area it does not own a | ease on.

M. Mers replied that seismc shot on State land is done by
permt, independent of ownership of mneral rights. He stated that
i ssuance of such permts is common practice for the Departnent.

Senat or Hof f man asked whether this |l egislation would apply to the
Nat i onal Petrol eum Reserve - Al aska (NPR-A).

M. D ckinson replied it woul d.

Senat or Hof f man asked the inportance to this bill of the provisions
relating to the sale, transfer and conveyance of the tax credits,
and the consequences of deleting the provisions.

M . Dickinson stressed the intent to not create this credit only
for parties with current tax liabilities. He |listed four conpanies
with current tax liabilities and stated the goal is to encourage
exploration to additional entities.

Senator Hoffnman asked if other states allow these sales and
transfers and whether the credits are di scounted according to the
sale price of the credit.

M. D ckinson understood that in other locations in the world where

this practice is enployed, purchasers are allowed to retain the
full value. He remarked the intent is to protect the interest of
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t he expl orers.

Senat or Hof f man suggested the nmatter should be considered fromthe
best interest of the State.

M. Dickinson expressed the purpose is to pronote exploration and
to generate revenue fromincone taxes once the oil is produced.

Senator Taylor clarified testinony that the oil industry is basing
expl oration decisions on a nodel based on a price of approxinately
$14.50 per barrel.

M. Dickinson responded that $14.00 is the "stress price", i.e.
"the low end price in the cycle". He stated this is one factor
utilized by industry, although the conpani es have conpl ex nodels.

M. Meyers furthered the nodels vary by conpany and would be a
"netted back price". He listed factors considered in determning
exploration and production activities, including differential in
transportation cost, whether the oil would be sold interstate or
intrastate, pipeline tariffs, increnental facilities costs, whether
existing infrastructure wuld be available, the comercial
arrangenent for infrastructure, potential productivity rates of the
reservoir, etc.

Senat or Tayl or comented on the |large profits of oil conpani es and
the need for those funds to be reinvested in Al aska. Wile he
supported providing $500 nmillion of anticipated revenue to induce
addi tional exploration, he questioned the anmount of revenue the
State woul d receive, given the testinony regarding the "bubble” in
oil prices. He predicted that significant exploration would occur
as aresult of the tax incentives but that actual production would
not .

KEVIN TABLER, Land and Governnent Affairs Manager, Union Q|
Conmpany, testified via teleconference froman offnet location to
express di sappoi ntment that concerns he expressed to the Commttee
at the previous hearing were not addressed in the conmttee
substitute. He pointed out that this bill initially related to
royalty reduction necessary for continuation of exploration and
infrastructure in the Cook Inlet area, and that the commttee
substitute adds anot her conponent at significant expense that could
subsequent|ly jeopardize the original provision. He enphasized the
new provision relates to activities in the North Slope but would
not benefit activities in Cook Inlet.

M. Tabl er spoke of wells drilled in the 1960s and 1970 that did
not contain oil but could contain natural gas and were ranked as
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wi | dcat exploration. He stated that these are located close to
existing infrastructure and would therefore not qualify for the tax
credit, although there is no guarantee they contain natural gas. He
spoke of the current shortage of natural gas. He suggested a
provision to clarify the intent for increased production, as the
current | anguage of the bill provides no incentive for independent
expl orers operating in Cook Inlet.

M. Tabl er proposed anending Section 3, Sec. 43.55.025 (c)(2), on
pages 6, line 30 through page 7, line 4 of the commttee substitute
to read as foll ows.

(2) be for an exploration well that is |ocated and
drilled in such a manner that the bottom hole is | ocated not
less than three mles away from the bottom hole of an
abandoned oil or gas well certified by the ACGCC [ Al aska O |
and Gas Conservation Conmm ssion] as capabl e of producing from
the sane formation in the exploration well;

SFC 03 # 94, Side B 10:27 AM

M. Tabler continued this would allow parties to explore for gas in

areas that had been explored for oil. He spoke to the different
formations and horizons of oil and gas exploration. He remarked the
proposed anendnment would allow drilling utilizing the existing

infrastructure, as intended by the original version of the bill

M. Meyers addressed the proposed anendnent, noting the "many
different flavors of oil exploration", including "rank w | dcats",
| ocated far frominfrastructure and with little geol ogic data and
increased risk. He stated that with increased known data avail abl e,
the exploration risk generally decreases. He titled areas within
existing production as "extension explorations”, noting these
typically have significantly nore data than the rank wldcat
expl orati ons.

Co-Chair WIlken asked if the Departnent favors or opposes the
suggest ed anendnent.

M. Meyers replied that the matter needs further discussion and the
Department woul d oppose the anmendnent until that tine. He remarked
that the fiscal note would be difficult to quantify, although it
would be in a significantly |arger anount based on the nunber of
wells that would qualify. He admtted he was unaware of the
relati onship of AOCGCC certification to exploration risk.
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STEVE PORTER, Deputy Comm ssioner, Departnent of Revenue, testified
that if this if bill passes, the Departnent would review the
i npacts to Cook Inlet.

M. Tabl er remai ned concerned recalling HB 207, of 1995, relating
to royalty reduction in Cook Inlet. He asserted the final version
incorporated the North Slope and subsequently, "nmade that bil
unusabl e for us and unworkable."” He reiterated the current bil
could fail to pass as a result of the increased fiscal note cost.
He understood the coments about exploration risk, but disagreed
with the Departnent. He supported the concept proposed in the
comm ttee substitute, but warned that it does not apply equably to
both "oil provinces".

Co-Chair WI ken appl auded the wtness's presentation of argunents.
He assured that before this bill could pass into |law, additional
opportunities would be avail able to address the wi tness's concerns.
He furthered that the Departnent has conmitted to review the
matt er.

Senator Bunde added that dry holes incur a substantial cost and
woul d be a consi derabl e ri sk.

M. Tabler affirnmed. He spoke of "pleading for capital” to dril
t hose wel | s.

Senator Hoffrman asked if the July 1, 2007 deadline for this
| egislation would be in effect if the Alaska National Wldlife
Reserve (ANWR) were opened for oil exploration before that date.

M. D ckinson answered the credits would still apply.

Senat or Hof f man asked whether the provision of this bill should
apply to potential activities in ANVR

M. Dickinson responded the intent is to encourage drilling
presently and that the legislature could extend the provisions to
apply to ANVR

Senator Hoffman noted that it is known that considerable oil
reserves exist in ANVR, and that the State is depending upon an
openi ng.

Senat or Hof fman referenced the spreadsheet detailing the cost of
expl oration and asked about oil devel opnent occurring in the other
countries listed and the incentives offered in those |ocations. He
expressed the need for a benchmark.
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M. D ckinson replied that exploration is one factor and that
devel opnment, transportation, and nmarketing are also factors. He
stated that each fiscal regine is different in the incentives
of f er ed.

Senat or Hof f man asked what areas exploration is concentrated.

M. Dickinson listed areas in the forner Soviet Union, noting that
al t hough there have been difficulties these areas offer the nost
enticing incentives.

Co-Chair WI ken appreciated the Conmttee di scussion on this issue.

Senator Taylor offered a notion to report the conmttee substitute,
Version “S”, as anended, from Commttee wth individua
recomrendati ons and new fiscal notes.

Senat or Tayl or then objected to his notion to coment that this
|l egislation is "very brave" on the part of the Mirkowski
Admi nistration to deny $100 mllion to the general fund each year
for the next four years and provide that as an investnent for
future admnistrations and future |egislatures that hopefully woul d
realize a return.

Senat or Tayl or renoved his objection.

Co-Chair W1 ken pointed out the maxi mum exposure is $100 nmillion
annual |y and woul d not be realized until FY 05. He shared Senat or
Taylor's concern, but clarified that $400 mllion is not the
correct anount of |ost revenues because of increased production
revenues.

Co-Chair Green commented that the conpetition has changed fromfive
years prior and that the State nust adjust accordingly to
partici pate.

Co-Chair WIlken added that with regard to oil exploration, Al aska
"is sitting still while others are |eapfroggi ng ahead of us with
exploration credits.”

Senat or Hof fman concurred with the comments, but expressed concern
that this is nmonunental |egislation considered in the 114'" day of
the |l egislative session. He asked why this bill was not introduced
two nonths ago, given that the governor canpai gned about resource
devel opnment. He was unsure that he had adequate tine to consider
the ram fications, whether this would benefit the State and whet her
it would actually result in increased exploration activities. He
asserted that the Commttee has a responsibility to fully consider
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matters, and he questioned whether noving this legislation He
remar ked that despite his concerns, he would not object to this
bill noving fromCommittee.

Co-Chair WIlken countered that Ilegislation should have been
introduced two years ago. He informed that he becane aware four
weeks ago that this legislation was being prepared. He surm sed
that the Adm nistration has researched the matter and under st ands
the inportance and the risks and benefits. He asserted, "finally we
have a governor that has the courage to bring this to this table
because the prior governor did not."

Wt hout objection, CS SB 185 (FIN) MOVED from Comrmittee with a
fiscal noted dated 5/11/03 for $107,900 from the Departnment of
Revenue, and a zero fiscal note dated 5/9/03 fromthe Departnent of
Nat ural Resources.

#SB119

CS FOR SENATE BILL NO. 119(STA)

"An Act authorizing the Alaska Public Ofices Conmm ssion to
i ssue advisory opinions; anendi ng canpaign financial
di scl osure requirenents and the limts on | obbyists' canpaign
contributions to candi dates; renoving nunicipal el ections and
muni ci pal officials from the canpaign finance and public
of ficial fi nanci al di sclosure laws; anending canpaign
contribution imts; anmending the tinme limt on contributions
after primary el ections; anending the conpl aint procedures of
the Al aska Public Ofices Conm ssion; anmending the definition
of '"political party' for state election canpaigns; relating to
the crinme of canpaign m sconduct; providing for increased use
of electronic filing for reports to the Alaska Public Ofices
Comm ssion; anmending the definitions of 'admnistrative
action' and 'lobbyist' in the regulation of |obbying |aws;
anending the requirenents for the reporting of financial
interests by public officials; repealing restrictions on
solicitation and acceptance of contributions during
| egislative sessions and in the capital city; rmaking
conform ng anendnents; and providing for an effective date.”

This was the first hearing for this bill in the Senate Finance
Commi ttee.
Co-Chair WIlken stated this bill "makes several changes to the

statutes governing APOC [Al aska Public Ofices Commission]." He
i ndi cated a proposed commttee substitute, Version "Q'.
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BROOK M LES, Executive Director, Al aska Public Ofices Comm ssion
presented the bill and the proposed conmttee substitute, Version
“Q@. She informed that this bill is the result of nunmerous
Conmi ssi on di scussions regarding "tools necessary to acconplish its
m ssion and concepts to inprove the disclosure |aws."

Ms. Mles stated this bill would "provide the foundation" for
mandatory el ectronic filing under the canpaign disclosure, |obbying
and financial disclosure |aws.

Ms. Mles furthered that this bill would "codify" the conplaint
process and provides nore restrictive tinelines to ensure
conplaints reach final adjudication sooner. She also noted this
bill would provide an expedited process that would include cease
and desist powers for the Commission, with respect to alleged
violations that if not restrained, could cause irreparable harm or
materially affect the outcone of an election.

Ms. Mles remarked this bill would require full disclosure of al
canpai gn contributions and expenditures and woul d al so require the
occupation and enployer information only for contributors who
contribute nmore than $250. She noted currently this information is
required of contributors of nore than $100.

Ms. Mles infornmed that the Comm ssion's regulations governing
exenpt fundraising events, such as "selling hot dogs on the park
strip for 25 cents,” would becone statutory through this
| egi slation. She explained that in these events, the candi dates
must disclose only the nunber of participants and total
contri bution.

Ms. Mles stated this bill would also raise canpaign limts to keep
pace with inflationary costs of conducting el ection canpai gns. She
not ed candi dat es expending | ess than $5, 000 on a canpai gn woul d be
exenpt fromfiling disclosure reports; an increase fromthe current
$2,500 limt. She furthered that the" MlIntire exenption", titled
after a US Suprene Court decision, permtting individuals who
di stribute handbills or post yard signs, wuld be exenpt fromthe
canpai gn disclosure laws if they expend $500 or |ess, which she
noted is an increase fromthe current $250 anmount. She al so said
t he anount of individual contributions to candidates or political
action commttees would increase from $500 to $1,000, and
i ndi vidual contributions to political parities would increase from
$5,000 to $10,000, for reporting purposes. She summarized that the
current contribution limts would double.

Ms. Mles continued that this legislation would codify the
Conmi ssion's advi sory opi ni on request. She expl ai ned the Comm ssi on
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currently issues formal binding advice upon request under the
canpai gn disclosure |law, however, it was discovered that the
Comm ssion m ght not have this statutory authority.

Ms. Mles stated that this bill would increase the | obbyist
registration fees from$100 to $200 per | obbyist for each client in
each cal endar year. She pointed out this would generate additional
program recei pts for the Conm ssion.

Ms. Mles remarked this bill would increase the limt for filing
sources of inconme under the financial disclosure laws for public
officials and legislators from $1,000 to $5,000 and that ownership
of stocks nust be reported. She qualified that the filing
requi rements relating to gifts would not change. She noted that the
process for filing disclosure reports would be streaniined.

Ms. MIles concluded that the Conm ssion "strongly" supports this
| egislation and is "eagerly seeking nmany of these tools" to assist
in achieving its m ssion.

Senat or Tayl or asked about prevision changes to prohibit or inhibit
a wealthy individual from entering the State and "buying an
el ection.” He exanpled the State of Washi ngton and Marie Cantwel |
who ran for congressional office against Slade Gordon, utilizing
$37 mllion of her own funds.

Ms. Mles informed that the Suprenme Court has upheld individuals

rights to make independent expenditures, and that the canpaign
di scl osure laws permts independent expenditures by individuals or
political groups. She agreed that a person wth significant
personal wealth could inpact on a canpaign

Senat or Tayl or therefore surm sed that the canpai gn disclosure | ans
woul d only restrict m ddl e-i ncone candi dat es.

Co-Chair WIlken clarified that the US Suprenme Court prohibits such
restrictions.

Ms. MIles affirned.

Ms. MIles pointed out |anguage in the bill changing the definition
of "express conmunication” relating to issue advertising and issue
advocacy. She inforned that the existing definition provides that
an express communi cation nmust include "vote for" or "don't vote
for" "elect or reject, etc." She stated that a decision issued by
the US Ninth GCrcuit Court of Appeals and upheld in other
proceedi ngs provides that any inference of an express communi cation
to encourage el ection or defeat of a candi date nust be subject to
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canpai gn di scl osure | aws.

Co-Chair Green clarified that the changes to financial disclosure
requi renents would al so apply to the spouse of a public official.

Ms. Mles replied that in Co-Chair Geen's situation, incone
received fromclients of her husband in ambunts $5, 000 and hi gher
woul d be subject to disclosure.

Ms. Mles added the current $1,000 anpbunt has been problematic for
State boards and comm ssi ons nenbers.

JOE BALASH, Staff to Senator Gene Therriault, referenced Section 18
on page 15 of the conmttee substitute, Version “Q, which reads as
fol |l ows.

Sec. 18. AS 15.13.400(7) is repealed and reenacted to read:

(7) “express communi cations” neans a communi cati on
that, when read as a whole and with Iimted reference to
outside events, is susceptible of no other reasonable
interpretation but as an exhortation to vote for or against a
speci fic candi dat e;

M. Bal ash noted the Senate adopted this |anguage unaninously in
separate legislation of the prior session, although nenbers of the
House of Representatives expressed concern it mght not be
constitutional. He expressed that this |anguage is necessary to
prevent funding from sources outside Al aska used to influence
el ections.

Senat or Tayl or chal |l enged that regardl ess of specific |anguage, the
provision is useless if APCC requires several nonths to enforce
viol ations. He asked whether this |egislation would provide faster
resol utions.

M. Balash replied that this legislation contains a provision
relating to expedited review of conplaints. He commented that the
Governor had proposed elimnating the APOC because "it was not
capable of doing its job as a watchdog,"” and that this |egislation
provi des APOC with the "powers and expectations to act swiftly when
the timng is nmeani ngful."

Senat or Hof fman asked how this could be acconplished given the
negative anmounts of the fiscal notes for this bill

M. Balash qualified that the fiscal notes nust be substantially

revised, noting the $500,000 reduction is in relation to the
original version of the bill, which would have elim nated APCO and
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transferred its duties to the Lieutenant Governor's O fice and the
Attorney Ceneral. He infornmed that the Conference Commttee of the
FY 04 operating budget has restored sone funding for adm nistration
expenses, and he expressed intent that the remai ning $100, 000 woul d
be reflected in an updated fiscal note to reflect the increased
| obbyi st fees.

Co-Chair WIlken asked if the provisions in Section 21 would
generate the $100,000. This section on page 16 of the committee
substitute Version “Q reads as foll ows.

Sec. 21. AS 24.45.041(g) is anended to read:

(g) An application for registration as a | obbyi st under
(a) of this section or for renewal of a registration under (f)
of this section is subject to a fee of $250 [$100]. The
commi ssi on may not accept an application for registration or
renew a registration until the fee is paid. This subsection
does not apply to a vol unteer |obbyist under AS 24.45.161 or a
representational |obbyist under regul ations of the comm ssion.

Ms. Mles estimated this provision would rai se $50,000 or half the
anount necessary. She explained this is due to the passage of ot her
| egi sl ation that woul d exenpt sonme parties currently |obbying from
di scl osure requirenments and the registration fees.

Co-Chair WIlken calculated the additional $150 per registered
| obbyi st woul d generate $50, 000.

Ms. Mles listed 70 professional |obbyists who would still be
subject to the disclosure and registration requirenents, and 114
part tinme |obbyists, of whom 75 would |ikely be exenpt.

Senat or Hof fman suggested levying the registration fees on a
percentage basis to offset the increased expenses.

M. Balash informed that the viability of inposing a fee based on
t he percentage of a contract was researched; however, it would be
difficult to ascertain which portion of the contract covers
| obbyi ng activities versus consulting.

Co-Chair WIlken pointed out that if the fee were increased to $400,
APQC operations woul d becone revenue neutral.

Ms. Mles affirmed.
Senat or Bunde questioned the use of "domestic partner"”.

Ms. Mles relayed that the Senate State Affairs Commttee preferred
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this term nology to, "spousal equivalent".

Senat or Tayl or asked about a prohibition of full time |obbyists who
are also married to or the donmestic partner of a |egislator.

Ms. Mles replied that this practice is reportable but not
pr ohi bi t ed.

Wt hout objection CS SB 119, 23-GS1090\ Q was ADOPTED as a worki ng
draft.

Senat or Hof fman questioned |anguage in Section 34, anending AS
39.50.030(b), on page 20 lines 22 through 27, which reads as
fol | ows.

(2) the identity, by nane and address, of each
busi ness in which the person, the person's spouse or donestic
partner [ SPOUSAL EQUI VALENT], or the person's dependent child
has an interest or was a stockhol der, owner officer, director,
partner, proprietor, or enployee during the precedi ng cal endar
year, except that an interest of less than $5,000 in the stock
of a publicly traded corporation need not be included,

New Text Underlined [ DELETED TEXT BRACKETED

Ms. MIles explained the | anguage relating to stocks was added due
to situations in which filers hold portfolios including various
stocks valued at |less than $5,000 and the current requirenent to
del i neate each conpany in which stocks are held.

Senat or Hof f man asked whet her $5,000 is an adequate anount.
Ms. Mles noted that the Comm ssion originally suggested $10, 000.

Senator Taylor clarified that any busi nesses in which a dependent
child is involved nust be reported.

Ms. Mles affirmed that the filer nust name any business in which
an interest is held by that party his or her spouse and dependent
children. She noted this applies to all businesses regardl ess of
i ncome generated to the filer, spouse or child.

Senator Taylor comented that filers are allowed to repeatedly
anend their disclosures if the information is not original
decl ar ed.

Ms. MIles affirned.
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Senator O son asked how this legislation relates to other
| egi sl ati on that changed the definition of |obbyist.

Ms. Mles stated that sone parties currently registered as
| obbyi sts would not |onger be required to register as such and
subsequently would not be restricted as |obbyists from making
canpai gn contri butions.

Co-Chair WI ken asked the inpact of this |egislation on nunicipal
el ections.

Ms. Mles answered that the comm ttee substitute makes no changes
relating to nunicipal elections.

STEVEN CONN, Al aska Public Interest Research Group, testified via
tel econference from Seward to note this bill originally intended to
elimnate APCC, and then was anended to change the definition of
| obbyist to allow many to contribute to canpai gns outside of the
el ection district in which they reside.

SFC 03 # 95, Side A 11:16 AM

M. Conn requested the bill be held until the follow ng | egislative
session to await the outcone of other legislation relating to a
sal es tax and how | obbyi sts inpact that |egislation in determ ning
whi ch parties are exenpt froma sal es tax.

DAVID FINKELSTEIN testified via teleconference from an offnet
| ocation to ask whether nunicipal government would be allowed to
"opt out"” of the provisions of this bill

Ms. Mles reiterated that the provisions relating to APOC governi ng
of municipal elections would be unchanged by this bill

M. Finkelstein referenced witten testinony submtted to a prior
version of the bill [copy not provided] and indicated he would
direct his comments to itens included in the commttee substitute.

M. Finkelstein objected to the increased contribution anounts,
noting the individual contribution anbunt would increase to the
anount allowed prior to a ballot initiative and subsequent
l egislation intended to limt the influence of parties outside the
State on elections. He reported that the nunber of individual
contributions from Al askan residents has increased and he requested
the current | anguage renai n unchanged.
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M. Finkelstein requested the contribution limts of groups remain
the unchanged. He also opposed the changes to the | obbyi st
definition pointing out that prior to the 1995 |egislation,
| obbyi st contributions constituted a considerable portion of
canpai gn funding and was suspected to be a "pass through" of
funding from | obbyists' clients.

ANDREE MCLECD testified via tel econference from Anchorage from“the
people’s point of view . She read her witten testinony into the
record as follows.

By raising the contribution limts, you re inpacting what
economsts call the [imt price. It’'s usually done in order to
bar others fromentering a market. Increasing the [imt price
di scourages conpetition.

By increasing the contribution limts, you increase the price
of canpai gns, and decreasing conpetition for the seats up for
el ection, and barring others fromentering races.

Wiy the need for the increase? | just ran a race. | had enough
to buy signs, flyers and | wal ked door to door every night.
More noney only buys nore TV and Radi o and newspapers. That

space is finite. Let’s face it, any nore politica
advertisenent and you get what economsts call negative
externalities. Seeing and hearing your voice wll actually

di scourage people fromvoting for you or anyone el se. People
are already turned off by politicians, raising the limts wll
only increase the negative feelings they hold towards
politics.

I f contributors have this conpelling need to give nore noney,
there are enough charities in the world to satisfy their urge.
If they want to exercise their 1% anmendment right of free
speech by handing out nore noney, let them satisfy it by
giving it to the general fund, in your nane.

Al so, what you are doing is barring others from running
against you and, | have to say, that is a conflict of
i nterest.

Now to the subject of redefining what a |obbyist is.
I ncreasing the nunbers of hours to 16 will allow | obbyist to
speak to you 64 tines, at 15 mnutes at a tine. Does that
really satisfy the purpose of the |obbying statute, which
you’'ve sworn to protect for us. NO it does not. Does that
really protect our rights to know who’s influencing you when
it cones to formulating public policy? No it does not.
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What about state adm nistrators? They have a need to al so know
who | obbyists are and if they' re dealing with sonmeone that has
only their clients interest in mnd. Wth a list of |obbyists
kept at APCC, that information is but a few clicks away. And
that makes for an efficient and account abl e governnent.

There are many conpel ling reasons to keep the nunber of hours
| ow. But the nost conpelling is that increasing the nunber of
hours all ows | obbyist to participate in canpaigns. And havi ng
the public not know who the people are that have one pocket
full of noney and the other full of chits will lead us to
corruption of the system Is that what you want? | don’t think
so. Fix APOCC if that’s your intent, but please, for gods sake,
don’t gut | obbying laws in the process.

Add both the increased contribution limts wth the
redifinition of |obbyists and you end up with one huge
negative externality. That is a legislature peopled wth
officials elected fromthe sane pools of noney, resulting in a
decreased nunber of legislators comng from varied human
experiences. End result, nmob nentality and no innovative
thinking. If that’s where you want Al aska to go, then by al
nmeans, vote to increase the limts, shove |obbyists in the
dark caverns of the political process, and bar the ordinary,
average Al askan from entering any race from here on in.
Leaving that kind legacy is not sonething to be par of, or
proud of.

Senat or Bunde referenced the saying, "Beauty is in the eye of the
behol der" and asserted that he could not be "bought" for $1000 or
$5000 and that not all canpaigns are | ost because of noney.

Senator Taylor noted the wtness' coments were submitted in
witten format [copy on file].

Co-Chair Geen commented that arbitrarily established |[|ow
contribution anounts is "insurance" for incunbents. She surm sed
that increased contribution allowances would all ow chall engers to
wage nore conpetitive canpaigns. She opined that the proposed
adj ustnents are reasonabl e.

M. Bal ash spoke to M. Finkelstein's coments, pointing out that
over $2.5 nillion raised by candi dates during the previous el ection
was not reported because it consisted of contributions of [ess than
$100.

Senator B. Stevens clarified that currently contributions of |ess
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t han $100 must be reported although the nane of the contributor did
not .

Ms. Mles affirned.

Senator B. Stevens asked if current statute stipulates that a
candidate is limted to the total amunt of cash contributions
recei ved.

Ms. Mles replied that a candidate is not limted in the tota
amount of contributions of |ess than $100 that coul d be received.
She specified that a candidate could not receive nore than $100
from one contributor in a calendar year wthout reporting that
contri butor.

Senat or Hoffman asked if the allowable contribution that a group
that is not political party could make to a political party would
i ncrease from $1, 000 to $4, 000.

Ms. Mles affirned.

Senat or Hof f man asked whether this would be the | argest percentage
i ncrease of allowable contributions.

Ms. MIles again affirmed.

Senator Tayl or spoke to the concern over the snmall contributions
and questioned the cost benefit of requiring candidates to report
each contributor. He suggested the only benefit of the reporting
requi rements has been to all ow opponents to ascertain the anmount of
funds raised to allowthemto counter their fundraising efforts. He
opined that this legislation is not adequate in addressing the
situation, characterizing the systemas "terribly unbal anced." He
expl ai ned that wealthy candidates could contribute an unlimted
anmount, while "unweal thy candi dates"” are restricted in the anmount
of funds they could receive.

Amendrent  #1: This amendnment |owers the amount of allowable
contribution from a group that is not a political party to a
political party from $4,000 to $2,000. The amendnent changes
| anguage in AS 15.13.070(c)(3) in Section 9 on page 6 |line 28 of
the commttee substitute.

Senat or Hof f man noved for adopti on.

Co- Chair WI ken obj ect ed.

Senator Hof fman noted this anendnment would allow an increase of
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twce the current anount, rather than a fourfold increase as
proposed in the conmttee substitute.

Senat or Bunde asked for a response from APOC.

Ms. Mles stated | arger increase was proposed in "deference to the
political parties thenselves and what they stand for and what they
try to acconplish".

Senat or Hof f man conmented on the options of groups that are not a
political party to contribute to a candidate, another group or a
political party.

Aroll call was taken on the notion.
I N FAVOR: Senator Hof f nan and Senator d son

OPPCSED: Senator Tayl or, Senator Bunde, Senator B. Stevens, Co-
Chair Green and Co-Chair W] ken

The notion FAILED (2-5)
The anmendnent FAILED to be adopted.

Amendnent #2: This amendnent increases the allowable anount of
interest in the stock of a publicly traded corporation exenpt from
reporting requirenents by a public official or candidate from
$5,000 to $10,000. The anended |anguage of Section 34. AS
39.50.030(b)(2) on page 20 lines 22 — 27 reads as foll ows.

(2) the identity, by nane and address, of each
business in which the person’s spouse or donestic partner
[ SPOUSAL EQUI VALENT], or the person’s dependent child has an
interest or was a stockholder, owner, officer, director,
partner, proprietor, or enployee during the precedi ng cal endar
year, except that an interest of less than $10,000 in the
stock of a publicly traded corporati on need not be incl uded;
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Senat or Hof f man noved for adoption noting this is the anpount
originally requested by APCC.

Co- Chair WI ken obj ect ed.
Senator B. Stevens asked when the increase was reduced to $5, 000.

M. Balash replied that the current amount is $1,000, the Senate
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State Affairs Conmittee increased then amount to $10, 000 and t hat
the draft conmittee substitute reduced each $10,000 anount to
$5,000 in this legislation. He explained this was done "for no
particul ar reason” beyond "being uniform across the board."

Co-Chair WIlken renoved his objection to the adoption of the
amendnent .

Senat or Taylor offered a notion to anend the amendnent to repl ace
“$5,000” with “$10,000” wherever it appears in the comittee
substitute.

Co-Chair W1 ken objected, stating preference for addressing each
itemindividually.

Senat or B. Stevens pointed out the anendnent applies to financial
di scl osures by legislators and public officials and asked for a
detailing of what the anendnent to the anmendment woul d affect.

M. Bal ash expl ained the anendnment to the anmendnent woul d change
limts pertaining to |oans, | oan  guar ant ees, fiduciary
rel ati onshi ps, as well as income reporting requirenents.

Senat or Tayl or WTHDREW hi s notion to anmend the anendnent wi thout
obj ecti on.

The amendnent was ADOPTED wi t hout obj ecti on.

Amendrent #3: Thi s amendnent increases the anmount of certain incone
that nmust be reported by legislators, public nmenbers of the
conmittee, and legislative directors to APCC, from $5,000, as
proposed in the committee substitute, to $10,000. The anended
| anguage of Sec. 30. AS 24.60.200 (2) on page 19 lines 18 - 24
reads as foll ows.

(2) as to incone in excess of $10,000 [$1,000]
recei ved as conpensation for personal services, the nane and
address of the source of the inconme, and a statenent
describing the nature of the services perforned; if the source
of income is known or reasonably should be known to have a
substantial interest in legislative, admnistrative, or
political action and the recipient of the incone is a
| egislator or a legislative director, the amunt of incone
received fromthe source shall be disclosed;

The anended | anguage of Sec. 34. AS 39.50.030(b)(1), (4) and (5) on
page 20, lines 17 — 21, and page 21, lines 5 - 20 reads as foll ows.
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(1) The source of all income over $10,000 [$1, 000]
during the preceding calendar year, including taxable and
nont axabl e capital gains, received by the person, the person’s
spouse or donmestic partner |[SPOUSAL EQUI VALENT], or the
person’ s dependent child, except that a source of incone that
is a gift must be included if the value of the gift exceeds
$250;

(4)[5] the identity of each trust or other fiduciary
relation in which the person, the person’s spouse or donestic
partner [ SPOUSAL EQUI VALENT], or the person’s dependent child
hel d a beneficial interest exceeding $10,000 [$1,000] during
t he precedi ng cal endar year, a description and identification
of the property contained in the each trust or relation, an
the nature and extent of the beneficial interest init;

(5)[6] any loan or |loan guarantee of nore than
$10, 000 [$1,000] nmade to the person, the person’s spouse or
donestic partner |[SPOUSAL EQUI VALENT], or the person’s
dependent child, and the identity of the nmaker of the | oan or
| oan guarantor and the identity of each creditor to whomthe
person, the person’s spouse or donestic partner [SPOUSAL
EQUI VALENT], or the person’s dependent child owed nore than
$10,000 [$1,000]; this paragraph requires disclosure of a
| oan, | oan guarantee, or indebtedness only if the l|oan or
guarantee was made, of the amount still owing on the |oan
| oan guarantee, or indebtedness was nore than $10, 000 [ $1, 000]
at any tinme during the precedi ng cal endar year.
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Ms. Mles briefly explained the conponents of the anendnent.

Senator Hoffman clarified that each conmponent of the anmendnent
woul d i ncrease the anount to that recomrended by APCC.

Ms. Mles affirnmed.

Senat or Tayl or noved for adoption.

There was no objection and the anendnment was ADOPTED.

Senator Taylor asked if other provisions in the conmttee
substitute reduce the proposed increase from $10,000 to $5, 000, as

contained in the original bill

M. Bal ash responded that other references to dollar anounts relate
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to canpaign contributions rather than financial disclosures of
candi dates and public officials.

Senat or O son asked the total anount of all contributions reported
fromthe previous election to conmpare with the $250 mllion anount
of total contributions of |less than $100.

M. Balash stated that some canpaigns received a higher
concentration of the smaller contributions.

Ms. Mles listed $11,370,000 as the ampbunt contributed to al
canpai gns in the 2002 general election.

Co-Chair Green asked whether the commttee substitute would require
reporting of the nane, address and enployer of all contributors
regardl ess of the donation anount.

Ms. M1l es responded that the nanme and address woul d be required.
She noted this change would be enacted through the deletion of
current statutory | anguage.

Co-Chair Green comrented that nmany people wish to contribute
smal | er anmounts to canpai gns but do not want their nane associ ated
with political activities. She questioned the need for the
provision requiring that all contributors' nanmes be reported.

Ms. Mles responded that currently, candidates are required to
maintain a record of the nanes of all contributors, regardl ess of
the anount of a contribution. She stated this information is not
required in the disclosure report, but nust be nmade available to
APCC in the event of a requested audit. She explained the proposed
change to include this information in the disclosure report is an
attenpt to "rein in" the nunber of audit requests as well as to be
conpatible wth electronic canpaign software prograns. She
qualified that the names of contributors giving |ess than $50 at
"hi gh vol une | ow cost fundraising events" would not be made public.

Senat or Bunde understood the desire of contributors of small
anounts to be exenpt fromthe reporting requirenents; however, he
pointed to the significant percentage of the total contributions
that are less than $100 each. He opined that the "greater good
woul d outwei gh the concern of the individual for privacy."

Senator B. Stevens asked if the $11.3 nillion raised during the
previ ous canpai gn i ncluded statew de el ections or only |legislative
el ecti ons.

Ms. Mles replied this anopunt includes statew de el ections.
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Senator B. Stevens asked the ampbunt raised for statew de el ections
and the amount raised for legislative elections.

Ms. Mles did not have the i nfornation.

Senator B. Stevens surmsed the significant portion of the total
funding was related to the three statewi de seats decided in the
previ ous el ection.

Ms. MIles agreed and approximated that the "main" candi dates for
t hese seats expended $1.5 million each.

Senator B. Stevens favored full disclosure. He asserted that
candi dates are aware of the nanes of each contributor, as they
wite thank you notes to every person who donates to their
canpai gn. Therefore, he stated reporting this information woul d not
be an added burden.

Senat or Hof fman agreed with Co-Chair Green that the purpose of
disclosure is to identify large contributors and perhaps show who
could be "buying influence". He reiterated that many contributors
do not wwsh to be affiliated with any canpai gn and predicted that
the nunber of smaller donations could "dramatically" reduce if
i ndi viduals knew their nanes woul d be rmade public.

Senator Bunde renmarked that ten enployees of one conpany each
contributing $99 equals alnost $1,000 and is therefore a |arge
contributor. He suggested that people not wi shing to be "counted"
could instead "provide sweat equity" such as posting signs,
distributing flyers, etc.

Senator O son opined that if the goal is to support participation,
the process should provide encouragenent for contributors.
O herwi se, he cautioned that only the "big players" would be
i nvol ved.

Senat or Tayl or exanpled inviting the community to a "hot dog and
chili feed" with a basket set out to accept contributions, which
woul d be received in checks or cash. He asked how candi dat es woul d
be expected to account for cash received at these functions. He
al so expressed concern about accounting for sales of $1 raffle
tickets. He warned that failure to accurately account for each of
these contributions would result in a candidate's opponent
"vilifying" themin the nedia and insinuating that the candi date
was accepting $50,000 in "sonme back rooni.

Anendnent #4: This anendnment restores and anends statutory | anguage
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renoved by this legislation thereby increasing from $100 the
required contribution anount each candidate mnust report. The
anended | anguage in Section 2. AS 15.13.040(a)(1)(C and Section 3.
AS 15.13.040(b)(3) on page 3, lines 11 — 15 and lines 26 — 31 and
page 4, lines 1 and 2 reads as foll ows.

(© and for all contributions in excess of $999
in the aggregate a year, the nanme, address, [PRI NCl PAL
OCCUPATI ON, AND EMPLOYER OF THE CONTRI BUTOR AND THE]
date, and anount contributed by each contributor; and

(3) and for all contributions in excess of $999 in
the aggregate a gear, the nane, address [ PRI NCl PAL OCCUPATI QN,
AND EMPLOYER OF THE CONTRI BUTOR, AND THE] date, and anount
contributed by each contributor and, for contributions in
excess of $250 in the aggregate during the cal endar year, the
princi pal occupation and enployer of the contributor [; FOR
THE PURPCSES OF THI S PARAGRAPH, “CONTRI BUTOR' MEANS THE TRUE
SOURCE OF THE FUNDS, PROPERTY, OR SERVI CES BEI NG CONTRI BUTED ;
and

New Text Underlined [ DELETED TEXT BRACKETED

Senat or Tayl or noved for adoption.

Co-Chair Wlken clarified the intent is to restore the existing
provisions in statute.

SFC 03 # 95, Side B 12:03 PM

M. Bal ash of fered suggestions as to how the | ow cost fundrai sing
activities could be exenpt from the individual contribution
reporting requirenents.

Co-Chair Green questioned the deletion of "principal occupation and
enpl oyer of the contributor.”

Wt hout objection, Senator Taylor WTHDREW his notion to adopt the
amendnent .

Amrendnent #5: This anmendnent restores statutory | anguage renoved by
this legislation relating to the required contribution amounts each
candidate nust report. The anmended |anguage in Section 2. AS
15.13.040(a)(1)(C and Section 3. AS 15.13.040(b)(3) on page 3,
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lines 11 — 15 and lines 26 — 31 and page 4, lines 1 and 2 reads as
fol | ows.

(© and for all contributions in excess of $100
in the aggregate a year, the nane, address, [ PRI NCl PAL
OCCUPATI ON, AND EMPLOYER OF THE CONTRI BUTOR AND THE]
date, and anount contributed by each contributor; and

(3) and for all contributions in excess of $100 in
t he aggregate a gear, the nanme, address [ PRI NC PAL OCCUPATI QN,
AND EMPLOYER OF THE CONTRI BUTOR, AND THE] date, and anount
contributed by each contributor and, for contributions in
excess of $250 in the aggregate during the cal endar year, the
princi pal occupation and enployer of the contributor [; FOR
THE PURPOSES OF THI S PARAGRAPH, “ CONTRI BUTOR® MEANS THE TRUE
SOURCE OF THE FUNDS, PRCPERTY, OR SERVI CES BEI NG CONTRI BUTED] ;
and

New Text Underlined [ DELETED TEXT BRACKETED

Senat or Tayl or noved for adoption.

Senator Taylor explained that a contribution of less than $100
could be received without the candidate reporting the nane of the
contributor. However, he noted the candidate nust keep record of
the name of that contributor in the event that person contri buted
addi ti onal funds, which would raise the total contribution to an
anount in which the nanme nust be reported.

Co-Chair WIlken asked if this reflects current practice.
Ms. Mles affirmed.

Co-Chair Green referenced Section 2. AS 15.13.040(a)(1)(D) on page
3, lines 15-17, which reads as foll ows.

(D) for contributions in excess of $250 in the
aggregate during a calendar vyear, the principal
occupati on and enpl oyer of the contributor; and

New Text Underl i ned

Co-Chair Geen questioned why the nane and address of the
contributor and the date the contribution is received is not
i ncluded in this |anguage.
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Ms. Mles detailed that if this amendnent were adopted, a candi date
receiving a contribution of $100 or less would be required to
report the amount of the funds received and record the name of the
contri butor. She continued that a candidate receiving a
contribution of between $100.01 and $250 nust report the nane and
address of the contributor. Contributions of nore than $250, she
furthered, would require the reporting of the nanme, address,
occupation and enpl oyer of the contributor.

Senat or Bunde objected to the adoption of the anendnent.

Senat or Tayl or pointed out this anendnent woul d increase the anount
of an allowable contribution requiring the reporting of a
contributor's occupation and enpl oyer fromover $100 to over $250.

Ms. Mles restated her interpretation of the anendnment at Senator
Hof f man' s request.

Senat or Bunde spoke to his objection. He understood individuals

concern for privacy, but asserted that to participate in the
political process, people nust be willing to "acknow edge" their
i nvol venent. He questioned the reason for exenpting one-fifth of
the total canpaign contributions. He also noted this information is
available to the public if an audit is requested and therefore
contributors are "given a false illusion of privacy."

Senat or O son stressed that nost rural residents do not have bank
accounts and operate on a "cash econony” and that the reporting
requi renents woul d be cunbersone.

Senator Taylor agreed with the argunents in favor of ful
di scl osure; however, remarked that the "nost zeal ot advocates" of
di scl osure realize the "di mninmous" returns on sone contri butions.
Senator B. Stevens stated he objected to the amendnent because it
would provide no limtation to the anmpunt an individual could
contribute to a canpaign

Aroll call was taken on the notion.

I N FAVOR: Senat or Hof fman, Senator O son, Senator Taylor, Co-Chair
G een and Co-Chair WI ken

OPPOSED: Senat or Bunde and Senator B. Stevens

The notion PASSED (5-2)
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The anendnent was ADOPTED

Senator Taylor offered a notion to report the conmttee substitute,
as anended from Committee with individual recomendati ons and new
fiscal note.

W thout objection CS SB 119 (FIN) MOVED from Committee with fiscal
note dated 5/14/03 for $100,000 from the Departnent of
Adm ni stration.

#SB213

SENATE BI LL NO. 213

"An Act establishing the Knik Arm Bridge and Toll Authority
and relating to that authority; and providing for an effective
date."

Senat or Tayl or offered a notion to rescind the Conmttee' s action
to report this bill fromCommttee for the purposes of adopting the
fol |l ow ng amendnent.

Amendnent #2: This anendnent inserts two subsections in Sec.
44.90. 030. Board of directors authority., of Section 1. The anended
| anguage on page 2, following line 13 reads as foll ows.

(4) one nonvoting nenber who is a nenber of the
state house of representatives appointed by the speaker of the
house and who serves at the pleasure of the speaker of the
house; the speaker of the house shall consider the appoi nt ment
of a legislator elected from a house district that Ilies
entirely or partially within the Minicipality of Anchorage or
t he Mat anuska- Susitna Borough for appointnment under this
par agraph; and

(5) one nonvoting nenber who is a nenber of the
state senate appoi nted by the president of the senate and who
serves at the pleasure of the president of the senate; the
presi dent of the senate shall consider the appointnent of a
senator elected froma senate district that lies entirely or
partially wthin the Minicipality of Anchorage or the
Mat anuska- Susitna Borough for  appoint nment under this
par agr aph.

This anmendnent also clarifies Sec. 44.90.041. COperation of
authority., to apply to “voting” nenbers of the board. The anended
| anguage on page 2, lines 22 and 23 reads as foll ows.

(b) Two voting nenbers of the board constitute a quorum
(c) The public nenber of the board serves as the chair of
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the board. The voting nenbers of the board shall el ect other
of ficers they determ ne desirable.

Senat or Bunde objected to the notion to rescind the Comrittee's
action. He reiterated his earlier comrents relating to other
conm ssions with |egislative nmenbers that have functioned for years
wi t hout chal | enge.

Senator (O son noted the legislative nenbers of the Al aska
Comm ssi on on Postsecondary Education (ACPE) are voting positions
and the nenbership positions proposed in the anendnent woul d be
nonvoti ng and asked whether this could affect the ability to rely
on the precedence established with the ACPE system

Senator Bunde surmsed it would not and suggested that because
t hese positions would be nonvoting, they would be | ess subject to
constitutionality chall enges.

Senat or Hof f man commented that the current |anguage of the bill is
appropri ate.

Senat or Taylor stated that discussion on the proposed anmendnent
shoul d not occur before the bill was before the Commttee.

Co-Chair Wl ken ruled the discussion could include the anmendnent,
as the intent of rescinding the notion to report the bill from
Commttee was for the purposes of considering the anmendnent.
Aroll call was taken on the notion.

I N FAVOR: Senat or Tayl or

OPPOSED: Senat or Bunde, Senator Hof fman, Senator O son, Co-Chair
Green and Co-Chair W/I ken

ABSENT: Senator B. Stevens
The notion FAILED (1-5-1)
#SB202
SENATE BI LL NO. 202
"An Act relating to school transportation; relating to the

base student allocation used in the formula for state funding
of public education; and providing for an effective date."

This was the third hearing for this bill in the Senate Finance
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Conmittee.

Co-Chair WIlken stated this bill, "revises the nethod in which
| ocal school districts are reinbursed for pupil transportation
costs. Under this bill, a pupil transportation grant programis

established. In addition it raises the student dollar; an increase
of $159, which is the conversion from LOGs [Learning Qpportunity
Grants] to student dollars.”

JENNI E HAMMOND, resident of Nikiski, testified via tel econference
from Kenai in opposition to the bill. She expressed concerns that
t he Kenai Peninsul a Borough School District would "l ose"” funds as a
result of the transportation provisions. She spoke of academ c
prograns and ot her operations that have received reduced funding in
the past several years. She infornmed that transportation costs
within the district vary by community and that funding should be
assessed based on the cost of each route rather than on the nunber
of students in a district. She requested this portion of the bil
be "tabled" to garner additional input fromaffected districts. She
furthered that State, federal and |ocal parties should discuss the
issue of who is responsible for the education of children. She
stated that transportation and foundation fornmula funding are
different issues that should be addressed independently. She
indicated that as a parent, she is willing to contribute to the
cost of her children's education.

Senat or Bunde asked if the Kenai school district has considered
requesting that parents help pay the cost of transporting students.

Ms. Hammond repeated that the matter should be di scussed in schoo
districts across Al aska.

TODD SYVERSON, Assistant Superintendent, Kenai Peninsula Borough
School District, testified via tel econference fromKenai to express
concerns that the District has with this legislation. He stated
this bill would reduce funding for pupil transportation and
informed that the District nust transport students 45 mles from
Cooper Landing to Skyview H gh School, and from Mbose Pass to
Seward, regardl ess of the nunber of students al ong each route. He
also told of the special education students that nust be
transported, often involving "singleton routes". He explained this
i nvol ves picking up only one student and transporting themto the
school equi pped to neet their special requirenents. He pointed out
this legislation does not address the extra expense of transporting
speci al education students.

M. Syverson supported Co-Chair WIken's proposed anmendnent to
inflation proof the funding for pupil transportation funding.
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M. Syverson appreciated the proposed increase to the base student
all ocation, but stressed the anount of the increase is inadequate
to address the needs of the District. He also noted that an area
cost differential is not addressed in this bill

Co-Chair W Ilken requested M. Jeans address comments on the
differing costs of routes and speci al education students' routes.

EDDY JEANS, WManager, School Finance and Facilities Section,
Educati on Support Services, Departnent of Education and Early
Devel opnent, testified the grant anmount awarded to each schoo

district would be determined by dividing the amount of the FY03
State appropriation by the total nunber of students enrolled in the
district during FY 03. He stated that therefore, the costlier
routes are already reinbursed in FY 03. He qualified this
| egi sl ati on does not provide increased funding in the event a
district nust add any special education routes or the devel opnent
of a new subdi vi si on.

Co-Chair WIlken remarked this has been an inportant concept the
Conmi ttee has consi der ed.

Amendnent #1: This anmendnent inserts a new bill section on page 2,
following line 7 to read as foll ows.

Sec. 3. The uncodified law of the State of Alaska is
anended by addi ng a new section to read:

TRANSI TI ON  PROVI SION FOR TRANSPORTATI ON FUNDI NG In
addition to funding provided for public transportati on under
AS 14.09.010, a school district that provides student
transportation is, beginning July 1, 2004, and endi ng June 30,
2006, eligible to receive additional funding for operating the
student transportation systemin an anount equal to funding
provided to the school district under AS 14.09.010 nmultiplied
by a percentage equal to 50 percent of any percentage increase
during the second preceding calendar year in the consumner
price index for all wurban consuners for the Anchorage
netropolitan area, conpiled by the Bureau of Labor Statistics,
United States Departnent of Labor. The index for January 2002
is the reference base index.

Co-Chair WI ken noved for adoption.
Co- Chair Green object ed.

Co-Chair WIken explained this anmendnment acknow edges that sone
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school districts would prefer transitional funding to inplenent the
changes. Therefore, he stated this amendnment would increase the
"per pupil grant” for FY 05 and FY 06 cal cul ated fromthe consuner
price index for Anchorage.

Co- Chair Green asked inpacts of this anendnent.

Co-Chair WIlken noted a draft fiscal note dated 5/14/03 for the
Pupi | Transportation budget request unit (BRU).

Senat or Hof f nan understood the increase would be one half of two
percent, or a one percent increase.

Co-Chair Wlken clarified the actual anount of the increase could
vary based on the consuner price index for Anchorage.

Senat or Hof f man asked why the increase would not be a full percent,
rat her than a partial percentage of the consuner price index.

Co-Chair WIlken responded it is a "matter of noney", and that
increasing funding for this itemcould not exceed $1 m | lion.

Co-Chair Green opposed funding itens based on any index, as it
woul d beconme an "autonatic escal ator”.

Co-Chair WI ken shared the concern about automatic increases, but
expressed that because this |egislation would inpose a significant
change to the program this anendnent would |essen the fisca
i npact to school districts.

Senat or Hof f man poi nted out the increase would end after FY 06.
Senator Hoffrman noved to anmend the anendnent to increase the
mul tiplier percentage of any percentage increase during the second
precedi ng cal endar year from50 to 75 percent.

Co-Chair Green and Co-Chair W/I ken obj ect ed.

Aroll call was taken on the notion to anend the anmendnent.

I N FAVOR: Senat or Hof f man

OPPCSED: Senator B. Stevens, Senator Bunde, Co-Chair G een and Co-
Chair W1 ken

ABSENT: Senator O son and Senator Tayl or

The notion FAILED (1-4-2)
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The anendment FAILED to be anended.

Co-Chair Wlken affirmed his intent that this increase woul d not
extend beyond FY 06 and that the funding is solely for transitional
pur poses.

Senator B. Stevens asked how the increase would be distributed
given that the calculation is different than the nethod used to
determ ne the grant funding for each district.

M. Jeans referenced the fiscal note, which details the dollar
anount all ocated per student to each district. He expl ained these
anounts would be adjusted by one percent of the consuner price
i ndex for Anchorage.

Senator Taylor clarified that school districts with declining
enrol Il ments woul d recei ve reduced fundi ng and those funds woul d be
reall ocated to districts with increased enroll nent.

M. Jeans detailed the per student allocation would be cal cul ated
for each district utilizing the nunber of students and the anpunt
appropriated in the base year of FY 03. He continued that the
actual nunber of students enrolled in FY 05 would be nultiplied by
the per student allocation for that district to determne the grant
anount for FY O05. He affirmed that districts with declined
enrol | nrent woul d receive fewer funds under this proposal.

Senat or Tayl or expressed confusion, saying that if the consuner
price index increases dramatically the actual appropriation would
i ncrease but not based on per capita.

Co-Chair WI ken understood that districts with declining enroll nment
woul d receive less of a reduction under the provisions of this
amendnent .

M. Jeans affirmed.

Senator B. Stevens asked if the baseline for determ ning grant
funding of FY 03 be utilized for calculating the grant anmount for
FY 06.

M. Jeans expl ai ned the adjustnent proposed in this anendnent for
FY 06 woul d be based on the FY 05 appropriation. He clarified the
i ncrease of FY 05 would "roll forward" and the adjustnent woul d be
"added to the prior year".

Co-Chair Wl ken furthered the increase would be cunul ati ve.
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Senat or Hof f man asked when and how often the consuner price index
for Anchorage is determ ned.

M. Jeans replied this information is published on the Departnent
of Labor and Workforce Devel opnent website.

Senator B. Stevens inforned the index is calculated annually on
July 1.

Co-Chair Geen renoved her objection to the adoption to the
anmendnent and Amendnent #1 was ADOPTED.

Amendment #2: This anmendnent deletes “to school transportation
relating” fromthe title of the bill. The amended bill title reads
as foll ows.
“An Act relating to the base student allocation used in the
formula for state funding of public education; and providing
for an effective date.”

Thi s anmendnent al so deletes Section 1 fromthe bill, anending AS
14. 09. 010. Transportation of pupils.

Senat or Hof f man noved for adopti on.
Co- Chair WI ken obj ect ed.

Senator Hoffrman stated this anmendnent would elimnate the grant
formul a proposed in this bill

Co-Chair WI ken understood this would "continue the status quo" of
the current system

Senat or Hof fman affirned.

Aroll call was taken on the notion.

I N FAVOR: Senat or Tayl or, Senator Hoffrman and Senator O son
OPPCOSED: Senator B. Stevens, Co-Chair Green and Co-Chair WI ken
ABSENT: Senat or Bunde

The notion FAILED (3-3-1)

The anmendnent FAILED to be adopted.
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Amendnent #3: This amendnent repeals the provisions of Section 1 of
the bill, anending AS 14.09.010. Transportation of pupils., on July
1, 2006.

Senat or Hof f man noved for adopti on.

Co-Chair WI ken objected for an expl anati on.

Senat or Hof f man pointed out that the inpacts of the grant proposal
are unknown. He asserted the proposal is unfair to the school
districts located in his election district. He remarked it would
penalize the districts that have been frugal and kept costs down
and reward the districts that have allowed costs to "run wlly-
nilly".

Senat or Hof fman stated this anendment woul d i npl enent the program
for two years, after which it could be evaluated with input from
school districts and a fairer programcould be created.

Co- Chair W/I ken nmai ntai ned his objection.

Aroll call was taken on the notion.

I N FAVOR: Senat or Tayl or, Senator Hoffrman and Senator d son
OPPCSED: Senator B. Stevens, Co-Chair Green and Co-Chair W1 ken
ABSENT: Senat or Bunde

The notion FAILED (3-3-1)

The amendnent FAILED to be adopt ed.

Anendnent #4: This anendnent increases the base student all ocation
from $4, 169 to $4, 280.

Senat or Hof f man noved for adopti on.

Co- Chair WI ken obj ect ed.

Senat or Hof fman remarked, "The cost of education has been stagnant™
and that the National Education Associ ation-Al aska and sone schoo
districts support the anount proposed in this anendnent.

Senator Taylor expressed concern about the unknown anount of
education funding that would be appropriated in the FY 04 operating

budget. He rem nded that he has supported the proposed increase in
t he past and would continue to support it.
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Co-Chair WIken pointed out the fiscal note for this anmendnent
woul d be approximately $41 mllion.

M. Jeans affirned.

Senat or Bunde noved to anend the anendnent to change the funding
source to earnings of the permanent fund.

Co- Chair W/I ken obj ect ed.
Aroll call was taken on the notion to anend the anendnent.
I N FAVOR: Senator Bunde, Senator Hof f man and Senator d son

OPPCSED: Senator B. Stevens, Senator Taylor, Co-Chair Geen and Co-
Chair W ken

The notion FAILED (3-4)

The anmendnent FAILED to be anended.

Aroll call was taken on the notion to adopt the amendnent.
I N FAVOR: Senat or Hof frman, Senator O son and Senator Tayl or

OPPCSED: Senat or Bunde, Senator B. Stevens, Co-Chair G een and Co-
Chair W1 ken

The notion FAILED (3-4)
The amendnent FAILED to be adopt ed.

Co-Chair WIken recalled a discussion between hinself and M. Jeans
regarding instituting a specific funding anount into statute rather
than a funding formul a.

M. Jeans explained the option of listing in statute a specific
dollar amount to be appropriated to each school district. He
cautioned against this practice, warning that individual districts
woul d begin |obbying for an increase to their district. He
furthered that it would be difficult to justify funding changes to
one districts without reviewing all districts.

Senator Taylor countered that rather than assigning a specific
fundi ng anount to each school district, this legislation institutes
a formul a based on nunber of students enrolled during FY 03. He
expounded on the inequity of this systemto school districts that
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have declining enroll nent.

Senator Hoffrman recalled provisions included in the legislation
establ i shing the foundation funding fornula to address the "erodi ng
floor" in an attenpt to achieve equity. He asked whether a simlar
provi sion has been considered for this fornula programas well. He
exanpl ed that an upper limt of $1,000 per student coul d be phased
in so that over a period of tine, "restraints" could be inposed to
address those routes currently costing $1, 200 per student.

Co-Chair Wl ken asserted that changes woul d not be nade to increase
funding to this program He pointed out this has been a "cost plus”
program across the State and he surm sed that program nmanagers
woul d identify sufficient funding to operate routes as efficiently
as possi bl e.

SFC 03 # 96, Side A 12:52 PM

Co-Chair W1l ken continued that decisions on how to efficiently
del i ver education services nmust be made |ocally by school boards
rather than by the legislature. He predicted this |egislation would
result in a "vast inprovenent” in the operation of the pupil
transportati on system and funds saved that could be spent "in the
cl assroont'.

Senator Taylor agreed with Co-Chair WI ken's concerns about the
rising costs of pupil transportation and pointed out that unti
recent years, the legislature has not fully funded these expenses.
He surmsed this caused the costs to rise dramatically and
inefficiencies especially in larger school districts wth
"econom es of scale". He stressed that nmuch of the expense is the
result of federal mandates and conpliance with the Americans with
Disability Act requirenents.

Senat or Tayl or referenced the hold harm ess provision intended to
limt the inpact to the two |argest school districts from the
consolidation of the LOGs into the funding formula. He asserted
that a hold harm ess provision should be adopted for the proposed
pupi|l transportation grant formula to limt the inpact to schools
wi th declining enroll nment.

Co-Chair WIlken agreed this proposal does not include a hold
harm ess provision, although "token" funding would be allocated to
limt the inpact. He cited the higher costs of transporting certain
special needs students and the significant percentage this
conprises of the total pupil transportation expenditures. He
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referenced a spreadsheet titled, "Departnent of Education and Early
Devel opnment, Rei nbursabl e Transportation Costs Per Student (Regul ar
V. Sped)--FY 02, May 8, 2003".

M. Jeans qualified the information on the spreadsheets was
gat hered from each school district and includes transportation of
al |l special education students, not just those requiring additional
assi stance, such as full tine aid workers or wheelchair lift.

M. Jeans reiterated that the higher cost of transporting specia
education students is included in the base fornula. He rel ayed the
concern of school districts is their "profile"” would change "so
dramatically" as to be negatively affected by this program He
stressed that 100 percent of the special needs expenses are
currently reinbursed by the State.

Senat or Tayl or asked how speci al education student transportation
cost increases would be addressed in contract negoti ations.

M. Jeans responded these costs are currently rei nbursed cal cul at ed
by dividing the student popul ation by the total transportation cost
per district to determne the allocation for each district. He
explained that this fornula does not nmake adjustnments if the
per cent age of special needs students in a district increases.

Senat or Taylor commented that currently, the funding is provided
based on the needs of students and that under this proposal future
fundi ng woul d be provided based on the total nunber of students,
regardl ess of their special needs.

M. Jeans affirnmed, and again voiced the concern of school
districts that the amunt of funding does not increase if the
percentage of a district's population that has special needs
changes.

Senat or Bunde surm sed that such percentage increases have not
occurred in the past.

M. Jeans affirned.

Senat or Tayl or agreed with Senator Bunde that such changes have not
occurred historically on statew de average. However, he remarked
that the percentage change considerably in smaller school districts
when "a famly noves to town" that has one or nore special needs
chil dren.

Co-Chair Geen offered a notion to report the bill, as amended from
commttee with acconpanying and new fiscal notes.
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There was no objection and CS SB 220 (FIN) MOVED from Conmittee
with fiscal note #1 of $32, 136,600 for the Departnent of Education
and Early Devel opnent, K-12 Support BRU, Foundation Program
conponent, and a new fiscal noted dated 5/14/03 of $10, 745, 600 for
the Departnent of Education and Early Devel opnent, Pupi
Transportati on BRU and conponent.

AT EASE 1: 02 PM/ 1:03 PM
AT EASE 1: 03 PM/ 4:52 PM

#
ADJ CQURNIVENT

Co-Chair Gary WI ken adjourned the neeting at 04:52 PM
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